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November 1, 1956 
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JF STATE 



TO 



- The Acting Secretary 



THROUGH* S/3 

jTO - C. Bark. ELbriokf) & 



NOV 2 1*253 
BEPABTHENf If SMTE 



FROMj 



a r™«™ <*.*<*.«»* for Berlin, the East Zone of Germany and 
SOBJICT, Pwgra-e ^hSciTtohang- 




October 25, 1956 (***>'• ^^SSfJSrSTew economic .aiOor 
ahouU_c«taiajrunda ^J^-^^^Jt^t Sne pro^ota. We believe 
Birfln and for a continuation of ^-gjpg \& light of raoaAt 

developments in the •£*•£*£"' „eTStani Europe the continuance 

beyond them, ^^^SJj^SS^u^rSow^ai* *° Berlin aa 
of V. 3. aupport for free Berlin. "*, "V ". ^ n ^,4 oa the 
Satinet from other Boropean aid program. *£»££„ ln Berlin, 
reaponaibility of the ^^* J^ *LSiSL^SScaI^hjectlff of 
It has also taken **o -JOS t B ^ S f^g^Kg tfeat Berlin a 
J^^Tf oTttlacl^inf!^: S. people behind the Iron 
Ctxrtalxu 

^though a certain *™«~~**£E% £ ^ 
achieved byW •** P««' *}£■ wunloMert loans, economic 

re,«rary_ln *f»fr§^*t£5fK^ the necessity of attaining 
Ms continue to be faced, ^•*°5*' lla w t ^ the contraat between 
the moral, of »**g2*^*£*^ She one hand, and the 
conditiona in West Ge f^ a ™^tr5 ovie t Zone, on the other, 
gradually i-prfjing a 1 *?^3A Jg/SSl .mount of new economic 
£th the contribution * a j^TSSuTto the total reconstruction 
** ^rfthe 5w5£ fol trucS^^., ij-t^yi«g the U. 8. 

Aabasaador Conant, *».^"-.?25^^^iit5Scal"yea» and .6 long 
2n^^6h:o0^y^^ 8 t ^^r E 5i ia not part of 
e7e"the aituation in Berlin '«"*»? SSErTthe remaakeble recovery 
7 , the German Federal *****£** *$£& ^^benefitting 
/jvhich baa taken place in G «^^Sal Sount of aid to be channeled 
/ /ah. oity, and P^J^ '/^J*^ tnTSeeirability of continuing 
(lA&fttSX '^continuation of * S. ad for^ 
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Berlin would be equated with withdrawal of U* S* support for Berlin 
and would diminish our influence and position within the city. 

While the special character of the East Zone projects is recog- 
nised in the Departaent and their political nature has never been 
questioned, it is desirable to continue the use of the sane channels 
and machinery for handling these funds* To withdraw from the 
projects at this time or to change their character would lead to 
misunderstanding on the part of the Germans and would in no material 
way advance the purposes for which they are designed. After can- 
vassing the possibilities* it is apparent no other source of funds 
is appropriate and available. The handling of these programs in 
Germany and the allocation of the funds in Washington have been 
accomplished smoothly and without any difficulties * both as to 
security or effectiveness of use over a period of more than three 
years* It is desirable to continue this same approach and to 
demonstrate through these as well as through other means our readi- 
ness to aid those who are standing steadfast against Communist 
oppression* 

From our discussions with the Babassy Staff* we believe that 
new techniques might be worked out with ICA to handle the administra- 
tive and accounting arrangements in a way which would overcome certain 
security problems which have bothered Mr* Hollister and Ambassador 
Conant* We are prepared to discuss this with ICA as soon as a decision 
is reached on this matter* He would* of course* continue the current 
arrangements as expressed in your letter of March 21, 1956* to 
Mr* Hollister (Tab B), under which primary responsibility for those 
programs rests with the Assistant Secretary for European Affairs* 

We believe ther e is an advantage in ^continuing the well estab- 
lished^ pattern for handling the Berlin and Soviet Zone projects* 
eetforth ;Tbjy the Congress in Section 40A of the Mutual Security Act 
(Tab C), which takes Into account our special responsibility in 
Berlin and the political objectives which the U. S. Government has 
in those areas* 

tilth respect to the Berlin Technical Exc tinge program, the amount 
involved is small and it is our view that the program should not be 
terminated at this time* We do not believe a decision should be made 
at this time until we have had the benefit of certain surveys now under 
way* A separate memorandum dealing with TechrLcal Exchange elsewhere 
in Europe is being submitted separately* 
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Mr. Barnea and myaelf • 
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1 Tab A -Copy of »«orando«, Ifr. Holli^ 

1. Tab A oopy^ ^^ ^^ ^^ 25, 1956. 

o im, b - Copy of nemorandua, Mr. ******* 

2. Tab B - W^^ ^^ ^eh 2 1, 1956. 

3. Tab C - Mutual Security lot, S«o. 404. 
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E - Mr. Kal3>rvi 7^> _. ^^, 
P - Mr. LLghtner (in dra«0«7>^ #>L 
U/MSA - Mr. Barnes a . 

G - Mr. Murphy 



